Internal Revenue Service Department of the Treasury
District Director

Post Office Box 1680, GPO
- Brooklyn, NY 11202

Date: HUV l t) 1997

Person tc¢ Contact:

Contact Telephone Number :

Il'l,
|

Refer Raply to:

Employer Identification Number:

CERTIFIEDR. MAIL

Dear Applicant:

Wo have considered your application for tax-exempt status under
section 501(c)(3) of the Internal Revanue Code.

The evidence presented disclosed that YOu were incorporated in

. The organization was
formed for the burposes of spreading the Catholic faith through
the sale of religious literature and artifacts (i.e. statues,
plaques, banners, rosaries, etc.). : :

Primary activity is to
operate a religious book store. It will sell books and other
items at 100% mark up over the cost. The book gtore will be
staffed by volunteers. All the income will be given to two
exempt org:nizations to support their efforts to feed and
shelter the homeless. In addition, the cerporation will support
pPrayer groups, and work with the catholic school system to
distribute literature and a newsletter.

The corporation will receive income form the gross receipts from
the books store, the newsletter and donations.

The expenditures which the organization will incur will be tor
gifts paid to the two charities, salariss, advertising,
insurance, displays, cost of goods sold, etc.

Section 501(c)(3) of the Code provides, in part, for the
exemption from Federal income tax of organizations organized and
operated exclusively for charitable, religious, scientific or
aducational purposes, no part of the net earnings of which
inures to the benefit of any private shareholder or individual.
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In order to qualify under 'IRC 501(c)(3),
both "organized" and "opsrated" exclusively for one Or more
Purposes specified in that secti If the erganization failg
to meet either the organizationai ~28t or the operational test,
it is not exempt. (Regs. 1.501(c)(3)—1(a)(1)). The
organizational test relates to the rules for
O“ganization and the purposes stated in its a

organization. The operational test relates to the
organization's activiries.

an organization must be

Sectiqn 1:501(c)(3)—1(b)(1) of the Regulations pr
organization will meet this test if itg i

3ection 1.501(c)(3)-1(b)(4) of the Re
organization is not organized exclusi
Purposes unless jtsg assets are dedic
An organization's assets will be considered dedicat
exempt purpose, for éxample, if, upon dissolution,
would by oparation 2f law, be distributed for oné or more exempt
PUrposes, or to the Federal government, or to a State local
government, for a public Purpose, or would be distributed by a

court to another organization to be used in such ma

Such assets

Section 1.501(c)(3)-l(c)(1‘ of the Regulations states that if
more than an insubstantial part of an organization's activities

is not in furtherance of exempt purposes, the organization will
not be regarded as e..empt .

In Ba_.tt..e.r_.Bu_sin_e.a_;_._B_L.Lrﬁa.u_A.L_...U,‘_&L, 326 U.S. 279 (1945), the
Supre:.e Ciurt state that the presence of even a single,
non-exempt pu.pore, if more than insubstantial in naturs, will
defeat exemption uncer Section 501(c)(3) of the Code, regardless
ol the manner or in.ortance of the truly exempt purposes.

Section 1.502-1(a) of the Regulations states that for the
Purposes of section 502 as applied to organizations described in
Section 501(¢)(3) in determining the Primary purpose for which
an organization is operated, consideration is to be given to the
relative size and extent of the trade or business activities of
the oraganization and to whether it has any significant
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Section 509(a)(3) of the Code 6xcludes from the definition of a
"privatae foundation" »~n organization which:

(A) is organized, and at all times thereafter isg operated,

axclusively for the benefit of, to perform the functions of, or
to carry out the Purposes of one or more specified organizationg
described in paragraph (1) or (2),
(B) 1is oparated, supervised, or controlled by or in connection

with one or more organizations described in paragraph (1) or
(2); (and » .

(C) is not controlled directly or indirectly by one or more
disqualified persons (as defined in section 4946) other than
toundation managers and other than one or more organizations
described in paragraph (1) or (2).

In Revenus Ruling 54-305, 1954-2 C. B. 127 a corporation
organized and operated for the primary Purpoce of operating and
ma.ntaining a purchasing agency for the benefit of its otherwise
unrelated members who are éxempt from Federal income tax as
charitable organizations, is engaged in business activities
which would be unrelated activities if carried on by any one of
the tax-exempt organizations served. Therefore, the corporation
is not entitled to exemption.

In Revenue Ruling 55-449, 1655-2 C.B. 599, the construction and
sale of 80 houses by a charitable foundation, over a pariod of

18 months for the sole bpurpose of raising funds for the support
of a church constitute an unrelated trade or business. Such

activity was the primary activity of the foundation, is not
entitled to exemption..

In Revenue Ruling 73-164, 1973-1 C.B. 223, described a
church-controlled commercial printing corporation whose business
earnings are paid periodically to the church, but which has no
other significant charitable activity, is a feeder organization
as described in section 502 of the Code and does not qualify for
exemption under section 501(c)(3). The organization was formed
by the church to promote and provide financial support for the

Similar to thea organizations described in the above revenus
rulings, your oriwary activity is to operate a bookstore for the
sale of religious materials is considered to be an ordinary
trade or business carried on for profit; eventhough, profits
from such activity is distributed to exXxempt organizations. Such
an entity is described as a feeder organization and does not
qualify for exemption under 501(c)(3) of the Code.
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Also, your organization fails to
described under 509(a)(3) of the
any of the relationship tests des

qualify as an organization
Code, since, you do not meeot
cribed under section 509(a)(3).

The Articles of Incorporation of the

does not limit its Purposes to those described under
section 501(c)(3) of the Code, including a dissolution pProvision
dedicating assets to an exempt Purpose. Therefore, the

orqanizationifaila to meet the organizational test requirements
of Section 1.501(c)(3)-1(b).'

Or more exempt purposes
specified in section 501(c)(3). Your organizations principal
income is derived from a trade or business. Therefore, the

fails to meet the
operational test requirements of section 1.501(c)(3)~1(c).

It has been concluded that your 6rganization fails to meet both
the organizational and operational tests required to receive
@xempt status under section 501(¢)(3) of the Code. Also, we

have concluded that you ate a feeder organization as described
in section 502 of the Code.

Accordingly, we conclude that you do not meet the requirements
for exempt status under section 501(c)(3) of the Code and
Propose to deny your request for exemption under that'section.

You are required to file a taxable return Form 1120 or 1041 with
the District Director of Internal Revenue Service. Please send
the return to the Internal Revenus Service, P.0. Box 1680,
General Post Office, Brcoklyn, NY 11202.

Contributions made to YOu are not deductible by the donors as

charitablae contributions as defined in section 170(¢) of the
Code. : '

If you do not agrse with this determination, YOUu may requast a
Conference with the Regional Director of Appeals by protesting
in accordance with the enclosed instructions within 30 days.

Protests submitted which do not contain all the documentation
stated in the instructions will be returned for completion.

If we do not hear from you within that time this determination

will be considered final and the appropriate State Officials
will be notified.




declaratory judgment or decree under this section shall not bhe
issued in any proceeding unless the Tax Court, the Claims Court,
or the District Court of the United States for the District of
Columbia determines that the organization involved has exhausted
administrative remedies available to it within the Intarnal

Revenue Service."
Sincerel L
"4
strict{/Direc

Enclosure: Publication 892




